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SUBJECT: GOC TO SELL BANKING INTERESTS TAKEN OVER UNDER ALLENDE 

1. AT OCTOBER 17 PRESS CONFERNCE, MIN FIN CAUAS 
ANNOUNCED THAT GOC WILL SELL BANKING INTERESTS TAKEN 
OVER DURING THE ALLENDE REIME. BEGINNING DATE OF SALES 
LEFT UNSPECIFIED. CAUAS WENT ON TO SAY THAT THESE 
BANKING SHARES WOULD BE DISPOSED OF IN STOCK MARKET 
OVER EXTENDED PERIOD; CONCENTRATION OF OWNERSHIP 
WOULD BE AVOIDED BY LIMITING INDIVIDUALS TO ONE AND 
ONE-HALF PERCENT OF THE SHARES (PRESUMABLY MEANING IN 
ANY SINGLE BANK) AND INCORPORATED ENTITLES TO 3 PERCENT. 

THESE LIMITS APPLY TO CHILEANS AND FOREIGNERS. GOC, 
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WHICH PRESENTLY HOLDS 90 PER CENT BY VALUE OF 
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ALL CHILEAN COMMERCIAL BANKING SHARES, WILL RETAIN 
OWNERSHIP OF BANCO DEL ESTADO WHICH REPRESENTS MORE 
THAN 50 PER CENT COMMERCIAL BANK ASSETS. 

2. CONCERNING FOREIGN BANKING ACTIVITIES IN CHILE, 

CAUAS COMMENTED THAT PRESENT PROHIBITION ON OPENING 
NEW FOREIGN BANKING OPERATIONS HERE WOULD BE LIFTED 
IN SEPARATE DECREE SPECIFYING TERMS UNDER WHICH 
FOREIGN BANKING INTERESTS WOULD BE PERMITTED ENTRY. 

THIS TYPE OF INVESTMENT, HE SAID, WOULD BE TREATED 
EXACTLY AS ANY TTHER FOREIGN INVESTMENT - THAT IS, 

IN ACCORDANCE WITH FOREIGN INVESTMENT LAW. IN 

THIS CONNECTION CAUAS NOTED THAT FOREIGN BANKS ARE 

OPERATING IN ALL OTHER COUNTRIES OF THE ANDEAN GROUP. 

3. COMMENT: ALL FOREIGN BANKS EXCEPT BANCO DO BRASIL WERE 
BOUGHT OUT UNDER ALLENDE AND MERGED WITH EXISTING CHILEAN 
INSTITUTIONS. 

4. GIVEN THINNESS OF CHILEAN STOCK 

MARKET AND RESTRICTIONS ON CONCENTRATION OF OWNER- 
SHIP (ALTHOUGH LATTER CAN PROBABLY BE GOTTEN AROUND 
TO SOME EXTENT BY DISPERSION WITHIN FAMILY, ETC.), 

GOC DIVERSTMENT PROCESS LIKELY TO TAKE QUITE SOME 
TIME. REGARDING FOREIGN BANKING, OUR IMPRESSION 
IS THAT GOC IS MOVING CAUTIOUSLY AND IS NOT INCLINED 
TO ALLOW ADDITIONAL FOREIGN BANKS TO ENGAGE IN FULL 
RANGE OF COMMERCIAL BANKING ACTIVITIES. 

POPPER 
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